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FOREWORD The governing body of an organization plays a central role in the process through which value is created,
preserved or eroded. The decisions and actions of the governing body direct the organization; shaping its
prospects and viability over the short, medium and long term.

This Information Paper is an update of the Disclosure of Governance Information in the Integrated Report’
issued by the IRC of South Africa in 2017 and includes changes related to governance in the revised
International <IR> Framework (2021)? released by the International Integrated Reporting Council (IIRC)*
in January 2021.

When making an informed decision on the quality of ethical and effective leadership in an organization,
integrated report users must understand the governing body’s desired governance outcomes and how they
have been achieved through governance structures and processes and informed oversight.

In exercising informed oversight, the governing body, inter alia, considers:

© The organization’s process through which value is created, preserved or eroded

O Inputs and outcomes

© Quality of stakeholder relationships and the organization’s response to stakeholders’ needs, interests
and expectations

O Strategic resource allocation plans

© Management of risks and opportunities

O Trade-offs among the six capitals

Such an integrated approach allows for better informed approval and monitoring of strategy and strategic
thinking on the organization’s outcomes. It facilitates the governing body’s ongoing and mindful focus on

the organization having a positive effect on society and the environment which, as a result, can improve trust
and confidence in the organization.

The revised International <IR> Framework (2021) amplifies what is meant by value: it emphasizes the
creation, preservation or erosion components (the positive and negative effects on the six capitals) thus
facilitating holistic and balanced reporting.

The significant undertakings initiated in 2020 by the major financial and sustainability reporting standard-
setters to achieve a more harmonized set of global sustainability reporting standards will, no doubt, assist
report preparers and governing bodies. The initiatives can provide greater alignment and convergence in
corporate reporting globally.

Professor Mervyn E King SC

Chair of the Integrated Reporting Committee (IRC) of South Africa

Chair Emeritus of the King Committee on Corporate Governance in South Africa
Chair Emeritus of the Value Reporting Foundation®

July 2021
1 ' Available at www.integratedreportingsa.org
2 For an annotated version of the International <IR> Framework (2021), www.integratedreportingsa.org
INTEGRATED REPORTING %In June 2021, the IIRC merged with the Sustainability Accounting Standards Board to form the Value Reporting Foundation

COMMITTEE (IRC) OF SOUTH AFRICA *In June 2021, the IIRC merged with the Sustainability Accounting Standards Board to form the Value Reporting Foundation




PURPOSE OF Since it was first published in 2017, the Disclosure of

THE PAPER Governance Information in the Integrated Report Information
Paper has assisted organizations in improving their disclosure of
governance information relevant to the process through which
value is created, preserved or eroded.

This updated Information Paper (Paper) takes account of the revisions in the International
<IR> Framework (2021)° and includes a new section on the disclosure of the processes
followed to prepare and present an integrated report.

The International <IR> Framework® was released in December 2013 by the IIRC. In January 2021, a revised
version was released which replaces the 2013 version. It is effective for reporting periods commencing

1 January 2022 with earlier adoption welcome. In this Paper, the term <IR> Framework refers to the
International <IR> Framework (2021). It should be noted that the 2021 revision was “light touch” in that

it focused only on targeted areas, namely:

© The statement of responsibility by the governing body, including the new encouraged process disclosures
O The business model

© Emphasis on balanced reporting with the disclosure of value creation, preservation or erosion

This Paper aims to assist members of the governing body, the executives responsible for approving and
guiding integrated reports and preparers of the reports. The users of reports can also benefit through
an improved understanding of what should be disclosed.

This Paper:

© Highlights the importance of disclosing how the governing body enables and supports the process
through which value is created, preserved or eroded

O Lists areas for further improvement in the disclosure of governance information

© Qutlines the guidance provided by the <IR> Framework on the statement of responsibility, the
Guiding Principles and the Content Element for Governance

© Suggests key considerations for the disclosure of meaningful governance information, including the
new process disclosures

© Provides updated illustrative examples

The IRC of South Africa has endorsed the <IR> Framework as guidance on good practice on how to prepare
an integrated report.

In this Paper, excerpts from the <IR> Framework are in blue italics. The Paper includes references to
the King IV Report on Corporate Governance™ for South Africa 2016 (King V)7, which is the corporate
governance code applicable in South Africa released in November 2016. Excerpts are in italics.

The <IR> Framework defines those charged with governance as: The person(s) or organization(s) (e.q., the
board of directors or a corporate trustee) with responsibility for overseeing the strategic direction of an
organization and its obligations with respect to accountability and stewardship. For some organizations
and jurisdictions, those charged with governance may include executive management. King IV uses the
term members of the governing body. This Paper refers to “the governing body” to denote both.

2 5 Available at www.integratedreportingsa.org
6 Available at www.integratedreportingsa.org
INTEGRATED REPORTING 7 Copyright and trademarks are owned by the Institute of Directors in South Africa (loDSA) NPC and all of its rights are reserved.

COMMITTEE (IRC) OF SOUTH AFRICA King IV is available at http://www.iodsa.co.za/?page=AboutKinglV
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In the <IR> Framework, value creation, preservation or erosion

Is defined as the process that results in increases, decreases

or transformations of the capitals caused by an organization’s
business activities and outputs®. In King IV, governance refers to
the exercise of ethical and effective leadership by those charged
with governance towards the achievement of desired governance
outcomes, namely an ethical culture, good performance, effective
control and legitimacy?®.

Hence, the governing body’s role is to lead the organization ethically and effectively to maximize positive
and avoid negative effects on the six capitals. In instances where there have been negative effects, the
mitigation steps taken should be disclosed.

The governing body is responsible and accountable for the longer-term viability of the organization. This
encompasses an ongoing consideration of the organization’s value process from its starting point — the
inputs drawn from the six capitals — to the resulting effects on the six capitals that can, in turn, influence
the quality, price and availability of the organization’s future inputs. The governance structures and
processes (including the related frameworks, policies and procedures) support the informed oversight of
the overarching value process.

Global best practice in governance is to implement structures and processes to achieve certain principles
with the goal of realizing desired governance outcomes™ that are the benefits of good governance to

the organization. In group structures, information is also given on the governing body’s role in providing
leadership to subsidiary and affiliated organizations (if any) to ensure that their leadership and management
are exercised in the context of a governance framework that recognizes the respective roles of all
organizations in a group of companies.

The integrated report needs to disclose sufficient governance information to allow users to make informed
assessments of the organization’s governance, as well as how governance supports value creation or
preservation and avoids value erosion.

Assessing the quality of governance is less about whether a particular decision by the governing body is
judged to be right or wrong with hindsight, but more about the rigor of the process that led to the decision.
It is about understanding whether the governance structures, processes and practices amount to mere
mindless compliance or the mindful application of principles. The report’s governance section can help

users decide to what extent decisions are made through a mindful process, which could influence their
opinion of the prospects and longer-term viability of the organization. It should inform how integrated
thinking is applied by the governing body. It should also clearly articulate the governing body’s accountability
relating to the oversight of the preparation and presentation of the integrated report and other statutory
reports.

8 International <IR> Framework (2021), Glossary

? King IV

10 King IV refers to governance outcomes as the benefits to the organization of good governance while the International <IR> Framework
(2021) defines outcomes as the internal and external consequences (positive and negative) for the capitals as a result of an organization’s
business activities and outputs
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King IV operates alongside national legislation and regulations,
and provides a standard and framework for what is considered
good governance in South Africa.

King IV was issued on 1 November 2016 by the Institute of Directors in South Africa (loDSA) and the King
Committee on Corporate Governance in South Africa'. The Johannesburg Stock Exchange (JSE) requires
listed companies to disclose their implementation of King IV (through the application and disclosure regime
as stated in King IV') in reports and notices™.

King IV sets out four desired governance outcomes: ethical culture, good performance, effective control and
legitimacy, and identifies 17 principles that embody the aspirations of the journey towards good governance.

King IV adopts the apply and explain application and disclosure regime; meaning that the organization
should apply the 17 principles and explain how the implementation of the recommended practices (or other
practices) achieve or give effect to each principle.

To give direction on what should be disclosed about the application of King IV, the recommended practices
under each principle include specific disclosure recommendations of that principle. These specific disclosure
recommendations are intended to be the starting point for reporting on a particular principle (i.e., the
“explain how" referred to in the preceding paragraph). Disclosure may be expanded beyond the specific
disclosure recommendations if necessary to demonstrate achievement of the principle.

King IV gives the following guidance on the detail of disclosure: The detail of information to be provided in
the narrative (i.e., the “explain how") should be guided by materiality, and should enable stakeholders to
make an informed assessment of the quality of the organization’s governance™.

King IV further states: There is no need to disclose whether each [recommended] practice has been
implemented or not as this is quantitative and does not necessarily add to the quality of disclosure. There is
also no need to disclose against the [governance] outcomes, as it can be left to the user to draw inferences
from the narrative provided™.

King IV is not prescriptive on where disclosure is made. This allows the governing body to apply its judgment
about where to disclose across various reporting platforms, such as the integrated report, sustainability
report, social and ethics committee report, or other online or printed information or reports. One or a
combination of these platforms could be used. If the latter, cross-referencing between the platforms is
suggested. King IV states that the information must be available publicly and updated annually.

King IV is largely aligned with the International <IR> Framework released in 2013 and, similarly, the <IR>
Framework of 2021, and shares the concepts of integrated thinking, the six capitals and value.

The preparation of an integrated report is a recommended practice of King IV under principle 5. In this
regard, it states: When drafting King IV, reliance was placed on the International <IR> Framework as issued
by the International Integrated Reporting Council. The Integrated Reporting Committee of South Africa has
endorsed the International <IR> Framework as good practice on how to prepare an integrated report and its
further guidance on integrated reporting should be followed'®.

! Effective for financial years starting on or after 1 April 2017

12 The JSE Listings Requirements were updated in July 2017. Listings Requirements paragraph 8.63(a)(i) states: “...the implementation of
the King Code through the application of the King Code application and disclosure regime”. King IV's Part 3 covers the application and
disclosure regime referred to in the Listings Requirements

'3 Issued from 1 October 2017

1 King IV, page 37

5 King IV, page 37

'8 King IV, page 28
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When preparing the integrated report and deciding on the extent of King IV disclosure to be included in
the integrated report, the organization considers the seven Guiding Principles of the <IR> Framewaork.
Information that does not meet the Guiding Principles can be included in a supplementary report or on
the organization’s website. The integrated report includes cross-references to where the additional
disclosure may be found.

The disclosure requirements of other national and international corporate governance codes will similarly
have an influence on the governance information disclosed in the integrated report, supplementary reports
or on the organization’s website.

Local standards, regulations and stock exchange requirements also have to be considered. In South Africa,
companies listed on the JSE need to disclose their application of King IV'” and such disclosure should be
in line with King IV's application and disclosure approach as outlined earlier in this section. While the

JSE permits such disclosure across various platforms, it requires that cross-references be given in the
annual report™.

17 JSE Listings Requirements, paragraph 8.63(al(i)
'8 For all practical purposes, this is generally regarded by most listed companies as the integrated report but is not necessarily the case



IMPROVING THE While disclosure has noticeably improved in recent years'?, the
DISCLOSURE OF following are observations as to where further enhancements

GOVERNANCE can be made in some reports.
INFORMAT'ON Structure and processes

© The approach to governance is relevant information, for instance, the understanding of
governance as ethical and effective leadership or explicit mention that the governing body
assumes responsibility for being the focal point and custodian of governance in the organization

© While the structure, processes and practices are often disclosed, they are better served with an
explanation as to how they contribute to governance

© How the governing body applies and governs integrated thinking, particularly in strategy
development, risks and opportunities, and consideration of the trade-offs over time between
the capitals in decision-making

O The respective roles and approaches of the governing bodies of a holding company and its
subsidiaries in the group governance framewaork, including at what level decisions are made,
and the involvement, if any, of the holding company in reporting and disclosure

Material information

O Governance disclosures relating to the organization's assurance process need to be specific
and clear, rather than compliance driven and generally stated

O Actions and focus areas in the reporting year are not always disclosed and, similarly, the
focus areas for the year ahead

Connectivity

© Connect governance information to related information in other parts of the report, for instance,
strategy, risks and opportunities, performance, outcomes, material matters, trade-offs and outlook

O Link governance information to the remuneration policy, performance against the targets for
strategic objectives and the calculation of incentive pay-outs, and show the connection to value
creation and preservation and the avoidance of value erosion

O The extent to which there is an alignment of strategy of the helding company and performance
indicators of the subsidiary is relevant information

6

INTEGRATED REPORTING
COMMITTEE (IRC) OF SOUTH AFRICA 19 A general observation from South African integrated reports by the IRC Working Group
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The figure below shows the organization’s process through
which value is created, preserved or eroded over the short,
medium and long term. As illustrated, governance and the

governing body have a central role in leading, enabling and
supporting the organization’s process.

Figure 1: Process through which value is created, preserved or eroded®

The <IR> Framework includes requirements and offers guidance information addressing the disclosure of
governance in the integrated report. These are outlined below.

The statement from those charged with governance

The central role of governance, as shown in Figure 1, is exemplified by the <IR> Framework requirement?'
that the integrated report should include a statement from those charged with governance that contains
the following information:
e An acknowledgement of their responsibility to ensure the integrity of the integrated report
e Their opinion or conclusion about whether, or the extent to which, the integrated report is presented

in accordance with the <IR> Framework”

In instances where legal or regulatory conditions preclude this statement, the <IR> Framework requirement
stipulates that this should be clearly stated. Further, the organization is encouraged to disclose the processes
followed in preparing and presenting the integrated report, as this information can provide insight to users
on the measures taken to ensure the integrity of the report®.

In applying the requirement, the <IR> Framework notes that the organization takes into account its
governance structure, which is a function of its jurisdiction, cultural and legal context, size and ownership
characteristics. In some jurisdictions, a single-tier board is required, but in others there is the separation of
supervisory and executive/management functions within a two-tier board structure. In the case of two-tier
boards, the statement of responsibility is provided by the body responsible for overseeing the strategic
direction of the organization?.

In the statement, those charged with governance acknowledge the integrity of the report and give an
opinion or conclusion on the report being in accordance with the <IR> Framework. This is important
because there are 19 requirements that must be applied for the report to be in accordance with the <IR>
Framework — which states that all 19 requirements are to be applied if the integrated report references

the <IR> Framework®. The 2021 version of the <IR> Framework, however, allows some leeway for new
preparers in the process of adopting the <IR> Framework who may not be able to fulfill all 19 requirements
in the early years: the board statement can identify which requirements have not been applied and the
reasons why. Importantly, this qualification applies only to new preparers rather than experienced ones.

2 International <IR> Framework (2021). Copyright © January 2021 by the Value Reporting Foundation. All rights reserved. Used with the
permission of the Value Reporting Foundation

2 There are 19 requirements that must be applied for the report to be in accordance with the <IR> Framework

2 International <IR> Framework (2021), paragraph 1.20

% International <IR> Framework (2021), paragraphs 1.20 and 1.23

2 International <IR> Framework (2021), paragraph 1.22

% International <IR> Framework (2021), paragraphs 1.17 and 1.18 (some exclusions are allowed in certain circumstances)
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It is important to realise that the overall intent of the board statement requirement is to promote the
integrity of the report through the commitment of the governing body and to encourage disclosure of the
processes followed in preparing and presenting the report as evidence of the measures taken to ensure the
integrity of the report (see Process Disclosures in the next section).

Governance information in the integrated report

In determining relevant governance information to disclose in the report, the <IR> Framework guides with
a specific Content Element for Governance that contains suggestions for the type of information that could
be disclosed. The <IR> Framework’s Guiding Principles are applied in determining the nature of information
to be included. The Guiding Principles are listed below with some aspects particular to governance (refer to
the <IR> Framework for a full explanation of each Guiding Principle®).

O Strategic focus and future orientation — Governance information is connected to strategy, risk and
opportunities and outlook, and references to more comprehensive information elsewhere

© Connectivity of information — Governance information is linked to relevant information in other parts
of the report

© Stakeholder relationships — Commentary by the governing body on the quality of the organization’s
relationships with key stakeholders is material in assessing the organization's prospects. Disclosure of
how the governing body considers and responds to stakeholders’ needs, interests and expectations is
a demonstration of integrated thinking

© Materiality— The governing body is called to approve the organization’s materiality determination process
and the identified material matters

© (onciseness — Overly detailed, compliance-oriented or duplicate information unnecessarily adds to the
length of the report and can obfuscate important information

© Reliability and completeness — There is explanation of how the governing body has satisfied itself that
the information in the report is complete and reliable. This includes the completeness of the identified
material matters and the disclosure of both positive and negative information with equal prominence
for balanced reporting

© Consistency and comparability— Governance information is presented on a comparable basis over time
and deviations or changes are explained

The <IR> Framework's eight Content Elements (information areas) are connected to each other in telling the
organization’s value story. All the Content Elements are a question to be answered in the report. The Content
Element for Governance is given below.

Content Element 4B Governance?”

An integrated report should answer the question: How does the organization's governance
structure support its ability to create value in the short, medium and long term?

An integrated report provides insight about how such matters as the following are linked to the

organization’s ability to create value:

e The organization's leadership structure, including the skills and diversity (e.g., range of backgrounds,
gender, competence and experience) of those charged with governance and whether regulatory
requirements influence the design of the governance structure

e Specific processes used to make strategic decisions and to establish and monitor the culture of the
organization, including its attitude to risk and mechanisms for addressing integrity and ethical issues

e farticular actions those charged with governance have taken to influence and monitor the strategic
direction of the organization and its approach to risk management

e How the organization's culture, ethics and values are reflected in its use of and effects on the
capitals, including its relationships with key stakeholders

o Whether the organization is implementing governance practices that exceed legal requirements

e The responsibility those charged with governance take for promoting and enabling innovation

e How remuneration and incentives are linked to value creation in the short, medium and long
term, including how they are linked to the organization's use of and effects on the capitals

These points are covered in the section on key considerations, with illustrative examples.

% International <IR> Framework (2021), Chapter 3 Guiding Principles
7 International <IR> Framework (2021), Content Element 4B Governance (emphasis added)



PROCESS
DISCLOSURES

Disclosure of the processes followed by the governing body,
executives, the working team, assurance providers and others
involved in preparing and presenting the integrated report is
encouraged in the <IR> Framework? as these processes show
the measures taken to ensure the integrity of the integrated
report.

Additionally, the inclusion of process disclosures in a report can assist in providing structure and clarity
regarding the manner in which the governing body has applied its mind to effective, credible and balanced
disclosure in the integrated report.

By reflecting on and listing the key processes, the governing body is better able to answer the question:
What measures have been followed to ensure that we are in a position, with confidence, to sign off on the
integrity of the integrated report? This question can also provide guidance on which processes to disclose

in the report.
FOCUS AREA? EXAMPLES

activities

committees

processes
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Related systems, © Combined assurance® or integrated assurance over the reporting process
procedures and controls - © Management review and internal controls over the reporting process

© The role of internal audit staff and external assurance providers

Key responsibilities and ~ © The executive with overarching accountability for the report preparation and presentation

© The composition of the integrated report working team, including subject matter experts

© The role of outside support in the preparation process and/or external technical input on
the report presentation

O Key information sources/flows, such as board reports, internal management reports,
annual financial statements, sustainability reports, stakeholder engagement feedback,
ethics reports and external reports

O The timing of key activities

Role of those charged © Approval of the process of preparing and presenting the report
with governance, © Approval of the materiality determination process and the identified material matters®'
including relevant © QOversight and recommendation by specified board committees

O The final sign-off of the report by the governing body

Other relevant © Whether integrated information is embedded in monthly management reporting and in

board reports aligning internal and external integrated reporting

Of relevance to South African preparers is the widely adopted combined assurance model outlined in King IV,
which sets out various levels of defense. The organization’s combined assurance will have relevance to the
process disclosures and reference should be made to those particular processes that ensure the integrity of
the integrated report®.

It is not expected that detailed information on process disclosures be given. High-level disclosure of the key
processes is sufficient and, if needed, a reference as to where more detailed information can be found.

The <IR> Framework is not prescriptive as to the positioning of the process disclosures in the integrated
report. An option is to include a sentence or two within or just below the statement by those charged with
governance to the effect that processes have been followed to ensure the integrity of the report. A reference
can be given to the list of high-level processes appearing near the statement in the front of the report or in
the governance section.

Organizations should be careful to avoid the process disclosures becoming a checklist, rather than mindful
disclosure of the measures followed to ensure the integrity of the report.

% International <IR> Framework (2021), paragraph 1.20

 The listed focus areas in italics (excludes “Other”) are set out in the International <IR> Framework (2021), paragraph 1.23

% King IV references “combined assurance”

3 International <IR> Framework (2021), Guiding Principle 3D Materiality

% With reference to King IV, disclosures might include the processes followed by management and those charged with governance, as well
as the supporting oversight and compliance processes in explaining why reliance can be placed on the integrity of the integrated report



KEY The considerations listed below may be helpful to organizations
CONSIDERATIONS when disclosing information that shows how governance enables
AND and supports the process of value creation and preservation and

avoids value erosion.
ILLUSTRATIVE

EXAMPLES The excerpts from integrated reports in this section were chosen as illustrations of the key considerations
and should be seen in this context. The hyperlinks to the reports on the organizations’ websites can be
accessed for more information.

1. Statement of responsibility and supplementary process
disclosures

The wording in the statement from those charged with governance has to address the two areas set out

in the <IR> Framework requirement (paragraph 1.20):

e An acknowledgement of their responsibility to ensure the integrity of the integrated report

e Their opinion or conclusion about whether, or the extent to which, the integrated report is presented
in accordance with the <IR> Framework

The statement is mostly positioned at the front of the report (in the introductory/about the report section)
highlighting that the report is the “voice” of the governing body. Some organizations include the name or
signature of the Chair of the governing body, while others include the name or signature of the Chair and
Chief Executive Officer or the name or signature of each member of the governing body. The statement
often includes the date of approval.

As covered in the Process Disclosures section of this Paper, the <IR> Framework encourages disclosure
of the processes followed in preparing and presenting the integrated report® as a supplement to the
statement of responsibility.

Nedbank Group Integrated Report 2020: The board statement includes the wording required by
the <IR> Framework. The process disclosures are explained and inform on systems and controls,
key responsibilities and activities and the board’s approval process.

10

INTEGRATED REPORTING
COMMITTEE (IRC) OF SOUTH AFRICA “ International <IR> Framework (2021), paragraph 1.24



https://www.nedbank.co.za/content/dam/nedbank/site-assets/AboutUs/Information%20Hub/Integrated%20Report/2021/2020%20Nedbank%20Group%20Integrated%20Report%20(High%20Res%20single%20page).pdf

KEY
CONSIDERATIONS
AND
ILLUSTRATIVE
EXAMPLES

continued
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2. Governance approach

Disclosure of the organization’s approach to governance sets the tone and gives context to other governance

information such as:

© Whether minimum legal requirements have been adhered to or additional practices of governance codes,
for example King IV, have been applied

© The understanding that governance entails ethical and effective leadership and whether the governing
body assumes responsibility for being the focal point and custodian of governance in the organization

© In a group structure, the respective roles of the governing bodies of the holding company and its
subsidiaries, the process to determine policies and strategies within the group, and the manner in
which the group relationship is managed.

See the illustrative example under key consideration 7, Culture, ethics and values.

3. Governing body structure

An organogram of the governing body and its various committees is a useful tool when illustrating
governance structure. Information about the delegation of authority framework is also relevant.

Redefine Properties Integrated Report 2020: Explains the structure and committees of the board.


https://www.redefine.co.za/view-file/ir_view_28_dec.pdf

KEY
CONSIDERATIONS
AND
ILLUSTRATIVE
EXAMPLES

continued
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4. Workings of the governing body

Describing the workings of the governing body and its committees gives an understanding of how the
governing body operates. The parameters set out in documents such as the board charter and the terms of
reference of each committee are relevant. Also pertinent is explaining how the committees work with each
other (for instance, information flow and common membership), and how and when they report back and
make recommendations to the governing body, which retains overall responsibility.

Some organizations describe these activities in the report at a high level, with reference to the detailed
information in a separate governance report that forms part of the organization’s reporting suite. Other
organizations disclose the information in a standard format for each committee covering its mandate,
members and attendance, actions and decisions, and focus areas for the year ahead.

Pick n Pay Integrated Annual Report 2021: This explains the various committees, their mandates
and membership with references as to where other information can be found.


https://www.picknpayinvestor.co.za/downloads/annual-report/2021/pick-n-pay-iar-new.pdf

KEY 5. Quality of decision-making
CO NS I D ERATI 0 NS Information about the members of the governing body is relevant to assessing the quality of decision-making

and governance. Summary information on aspects such as skills set, experience, independence status,

AN D tenure, diversity and meeting attendance enables a kaleidoscope view of the composition of the governing
".I.U STRATIVE body. The application of integrated thinking in decision-making is also relevant to a quality assessment
by users.
EXAMPLES Implats Annual Integrated Report 2020: This sets out the experience and skills of the members of the
continued board, with information on tenure and diversity.

Board skills, experience and diversity

e Public and private sector stewardship
e Mining engineering, capital projects and operations
e Corporate finance and investment banking

Experience e Human resources management
e (lobal experience
e FExternal audit and regulatory compliance
e Mineral asset valuation
Indepgndg_nt e Strategic planning and risk management
non-executive directors e AT

e Regulatory knowledge
. Capital projects and mineral asset valuations
—= f Skills pria’ pro)

THE RIGHT BALANGE OF * Financial acumen
SKILLS AND EXPERIENCE * Environmental management
. . ENABLES THE BOARD TO e Qrganisational restructuring
Non-executive directors MAKE A MEANINGFUL e Mergers and acquisitions
CONTRIBUTION TO THE e More than nine years 2 directors
BUSINESS OF THE GROUP Hinalll RLCLUI(] e Four to nine years 5 directors
e |ess than four years 7 directors
Gender
The board aims to maintain a balance between 7 Male
Executive directors male and female board members and to ensure 7 Female
that female representation is at 40% or above
Race
The board promotes the appointment of directors 6 African
from different races and cultures to ensure 2 Indian
Board representation of many stakeholders. The board 1 Coloured
diversity will endeavour to maintain the representation of 5 White
HDSAs at 50%
Age Between 40
The board promotes an appropriate mix of ages and 49 -4
to ensure that there are young voices to Between 50
complement the experienced directors and 59 - 5
Between 60
and 69 -5
Independence
Executive 3
Non-executive 1
Independent non-executive 10

13

INTEGRATED REPORTING
COMMITTEE (IRC) OF SOUTH AFRICA


https://www.implats.co.za/reports/2020/implats-air-2020.pdf

6. Actions and decisions

KEY
CONSIDERATIONS
AND
ILLUSTRATIVE
EXAMPLES

continued

The key actions and decisions taken by the governing body and its committees during the year are relevant
as they directly affect the organization’s value creation and preservation ability and the avoidance of value
erosion in the short, medium and long term. The actions and decisions can inform assessments by users of
the quality of governance.

Some organizations show this information in tables stating the year’s focus areas, key decisions and actions,
and the focus areas for the year ahead. The detailed disclosures can be in a separate governance report.

Information on how the governing body used its time during the year is relevant and some organizations
disclose the actual percentage of time spent on the various areas.

Other relevant actions include the governing body’s assessment of its performance (or an independent
external assessment) and the results and remedial actions taken.

Vodacom Integrated Report for the year ended 31 March 2021: This shows the board's focus areas in
the year and actions for each category, with connectivity to risk and strategy.

b . tg The Board’s key focus areas during the year included:
é ‘ p—
Our key o Commissioned world-class security vendors to enhance sophisticated attacker
a rea S decisions detection.

® Proactively assessed security undertaken on all projects.

The Board takes overall 1mol d cyber incid . " itoring f
responsibility for Vodacom’s o :p\;ergente é:y er mfa ent response, containment and focus monitoring for
success. Its role is to exercise the Vodacom Group of companies.

leadership and sound e Undertook continuous security improvement programmes to manage
judgement in directing security risk.

Vodacom to achieve o Created assurance programmes that incorporate internal and external reviews of
sustainable growth and act where and how our data is stored.

!n stakeholders’ best e Applied layers of security controls to protect our infrastructure storing and
interests. transmitting of confidential information.

e Applied Vodafone Security Risk, Control and Assurance Framework.

Strategic objectives o Introduced relevant skills to manage our IT security.
) é;] ) Segmented e Created awareness and provided training on cyber security.
QNG propositions Risk Cyber threat (all markets).
(see page 36)
Finar\cial Strategy O o o
services
Digital Unstable economic and market conditions
content
platforms ® South Africa’s financial downgrade and load shedding.
= ) o Weak economies in all markets resulting from the impact of the COVID-19
E E i.nt.erp.r'se. pandemic on livelihoods and our revenue.
== igitalisation
Best Our key e We delivered on our Social Contract with stakeholders to ensure we made
cS:mmer decisions meaningful contributions to the economic recovery in markets where we
experience operate across Africa by providing zero-rating P2P payments for our
International markets. In South Africa, we invested in network infrastructure,
@; Best provided free devices and airtime to healthcare workers, implemented
O technology track-and-trace technology and accelerated government support.
. e We noted potential risks to cash flows and dividend policy, which were mitigated
Digital by renegotiating better pricing, securing forward exchange contracts and
organisation . P
and culture managed debt through a 43:57 fixed to floating interest rate.
e We promoted digital and financial inclusion by developing various products and
6 OU[; brand services to help SMMEs and corporates sustain business activities.
an
reputation ® We provided products (bundles) that were more relevant to consumers under
pressure due to lockdown restrictions, low economic activity and weak
economies. In South Africa, we introduced vouchers to reward customers.

e Due to ongoing roll-out blackouts in South Africa, we invested in energy security
at base stations by providing additional batteries and improved security to
reduce theft to ensure network availability.

Risk Unstable economic and market conditions.
(see page 37)
1 4 stategy O O OO
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https://vodacom-reports.co.za/integrated-reports/ir-2021/documents/vodacom-integrated-report-2021-lores.pdf

KEY 7. Culture, ethics and values
CO NS I D ERATI 0 NS A key responsibility of the governing body is to set the culture, ethics and values of the organization, which

will affect the organization’s approach to value creation and preservation and avoiding erosion. The actions
AN D taken to ensure these are understood and applied throughout the organization are relevant, including the

".I.U STRATIVE mechanisms for addressing integrity and ethical issues.

EXAMPLES The approach to sustainability and responsible corporate citizenship is also relevant to assessing the
organization’s governance.

continued
Some organizations provide a summary of these actions and processes in the report with a cross-reference

to the more detailed disclosures in a separate environmental, social and governance (ESG) or sustainability
report, which forms part of the reporting suite.

Woolworths Holdings Ltd Integrated Annual Report 2020: Discloses the board's role and actions
regarding culture, ethics and values.

WHL GROUP CREATING VALUE OUR RESULTS OUR APPROACH COMPANY REVIEWS OUR GOVERNANCE OUR REMUNERATION REPORT E

OUR
LEADERSHIP & GOVERNANCE

Inherent in our vision to be one of the world’s most responsible retailers
is the responsibility to ensure that the ethical culture and good governance practices in the Group remain as strong as ever,
continue to be evolved to counter challenges, and remain relevant in a rapidly changing world.

As the custodian of ethical governance with collective responsibiity for setting an ethical tone at the top, the Board sfeers this evolufion of culture and governance,
ensuring that high ethical standards and governance practices are channelled info il leves of the organisation to enhance our reputation, buid frust, and, uttimately,
lead fo the creation and protection of vaive for all stakehoiders.

The cuture and values embedded in our business have encbled the Board to focus on steering the Group through the initil tough trading conditions affecting
the retail sector during the last haif of 2019 and, subsequently a Black Swan event in the form of the COVID-19 pandemic in early 2020, in the knowledge that the
ethical culture, high standards of governance, and infegrity across the Group wouid hold firm. In addifion, our governance framework contributed to the efficient
functioning of our governance sfructures, allowing the Board and senior management fo focus on the significant challenges and agile decision-making required to
respond appropriately fo fhe COVID-I9 pandemic.

As governments across the world implemented strict measures and lockdown regulations to siow the spread of the virus, swift action was recired fo mitigate the
impacts across our value chain. The governance framework, which provides role clarity and clearly delineated roles and areas of accountabilty, facilitated a
well-coordinated response to COVID-I9, ensuring strotegic aiignment across the Group and efficient and informed decision-making ot the appropricte levels.

Further details
on the governance framework and the supporting processes and policies,
such as the Board Charter. committee terms of reference, and our
governance policies, are available on our website,
www.woolworthsholdings.co.za.

THE BOARD STEERS THE EVOLUTION OF CULTURE AND
GOVERNANCE, ENSURING THAT HIGH ETHICAL STANDARDS
AND GOVERNANCE PRACTICES ARE CHANNELLED INTO ALL

LEVELS OF THE ORGANISATION.

WHL 123 / 2020 INTEGRATED ANNUAL REPORT 2020 INTEGRATED ANNUAL REPORT / WHL 124,
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KEY
CONSIDERATIONS
AND
ILLUSTRATIVE
EXAMPLES

continued
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8. Use of and effects on the capitals

Showing how the governing body has applied integrated thinking in considering the organization’s inputs to
outcomes (the use of and effects on the six capitals) including the capital trade-offs, is relevant information
and assists users in making an informed assessment of the quality of the organization’s governance. A link to
the process of how the strategic objectives were determined is a helpful connection to the use of and effects
on the capitals.

Commentary on the quality of key stakeholder relationships and how the organization has responded to
those stakeholders’ needs, interests and expectations, is relevant to the prospects of the organization.
Similarly, commentary on its plans to secure the strategic resources needed to achieve the organization’s
strategic objectives in the future adds value to reporting.

The organization’s ability to innovate may be critical to its strategic direction, business model and longer-
term viability. Information about the actions taken by the governing body to promote and facilitate innovation
throughout the organization is useful to informing users” appreciation of the role of the governing body in the
value creation and preservation process and to avoid value erosion.

9. Remuneration and incentives

The link between the organization’s remuneration policies and practices and its ability to create and preserve
value and avoid value erosion over the short, medium and long term is clearly relevant to its prospects and
longer-term viability. Showing the connectivity between remuneration policies, strategic objectives (with the
key performance indicators used to measure performance and the set targets), actual performance against
strategic objectives and the related pay-outs, enables assessment of how the governing body is driving
behavior through its remuneration policies.

10. Governing body focus areas

The areas of suggested content included in the Governance Content Element of the <IR> Framework are not

meant to be exhaustive. There may be other topical issues deemed as material information, including:

© The governing body's view on prioritizing and actioning responses to global trends, for example through
aligning with the United Nations Sustainable Development Goals and the Task Force for Climate-Related
Financial Disclosures (TCFD) Recommended Disclosures

O lts role in dealing with critical events, such as the COVID-19 pandemic

11. Summarized governance information

There is an emerging trend among larger organizations to include summarized governance information in the
integrated report with reference to the full governance report on the organization’s website. This sees all
the material information on governance included in the integrated report with the more detailed information
online.

If this is approach is adopted, care needs to be taken that the governance information in the integrated
report is complete, rather than some material information only available online.



CONCLUSION
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In recent years, the disclosure of governance information
relevant to the organization’s value process in the integrated
report has improved considerably. More often than not, the
governance section in reports has moved away from compliance-
driven information to that of reflecting the mindful, strategic
oversight and decision-making role of the governing body.

By and large, organizations are acknowledging in their reports the central role of the governing body
in promoting purpose-led value creation or preservation while avoiding value erosion.

Meaningful disclosure of governance information in the integrated report reflects how the governance
structures, processes and the actions of the governing body translate into ethical and effective leadership
of the organization’s value process, by contributing to value creation and preservation and avoiding value
erosion. Providing such substantive, insightful information in an integrated report is an invaluable part

of assessing the prospects and longer-term viability of the organization by its many stakeholders.
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The IRC is a voluntary association, not for gain, in South Africa, founded in May 2010. The IRC's role as a
national body is to provide direction on matters relating to integrated reporting and integrated thinking in
South Africa through technical information and guidance, conferences and other activities.
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